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U.S. President Proposes Hemispheric Free Trade Zone,
Debt Reduction For Countries Adopting Market &amp;
Investment Reforms
by Barbara Khol
Category/Department: General
Published: Thursday, June 28, 1990
On June 27 at a White House press conference and during a speech to Latin American diplomats
and officials of the Inter-American Development Bank, the International Monetary Fund and the
World Bank, President Bush announced a "great new initiative" toward creating a market economy
encompassing the entire hemisphere. According to Bush, new emphasis on trade, investment
and debt, beginning with the successful conclusion of the Uruguay Round, will economically
consolidate political transition to democracy in Latin America and the Caribbean. The president said
Washington's contemplated trade agreement with Mexico is the first step toward an economically
integrated continent incorporating free market reforms. Bush asserted that with the exception
of Cuba, Latin America has made progress toward democracy, and predicted that "freedom"
for the entire continent is not far off. According to Bush, the need for "new economic initiatives
is clear and compelling" and prosperity "in our hemisphere depends on trade, not aid." The
president proposed a foreign debt reduction initiative which will include debt-equity swaps in
ecological protection programs. Analysis of debt reduction potential for commercial bank debt
and concessionary credits will be carried out on a case-by-case basis for every Latin American
and Caribbean nation, said Bush. US government loans will be unilaterally reduced, he added,
for debtor countries who adopt broad-based economic and investment reforms supported by
multilateral lending organizations. Bush also proposed that money from the IDB be added to funds
used to assist Latin American nations restructure commercial bank debt by providing guarantees
on new loans. This pool currently totals about $30 billion, according to the New York Times. The
monies derive from the World Bank, the IMF, and Japan. The Times pointed out that the size of the
addition to the pool by the IDB was not clear. In addition, Bush said Washington will work with the
Inter-American Development Bank to create a new $300 million fund for Latin American nations
that take "significant steps to remove impediments" to foreign investment, and achieve "progress
in privatization." He committed $100 million in US monies to the fund, and said Washington would
seek to obtain matching funds from Japan and Europe. One of Brazil's leading dailies, O Jornal do
Brasil, reported that the US policy was announced with as much pomp and circumstance as recently
signed accords between Bush and Mikhail Gorbachev. The Jornal then mentioned the $300 million
fund, and US plans to work with the IDB and the World Bank in creating a program of special
investments for countries who remove barriers to foreign investment. The New York Times wrote,
"Although it was accompanied by the soaring oratory of a major foreign policy initiative, Bush's
plan amounted primarily to an extension of a program initiated by Treasury Secretary Nicholas
F. Brady in March 1989 to help Latin America reduce the $388 billion in crippling debts it owed to
foreign governments and banks." The Times pointed out that the $100 million contribution to the
IDB fund to promote privatization of state-run companies was the only federal spending included
in the "Enterprise for the Americas" program. The Times added, "The initiative was presented in
vague terms that made it difficult to assess its potential impact on trade, industrial development or
debt reduction in the hemisphere." June 28: Jaime de la Llata of Mexico's Center for Private Sector
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Economic Studies described the US proposals as a "political posture" intended to mollify some
Latin American nations, while asserting a leadership role to prevent other countries from expanding
their influence in the region. According to de la Llata, just as the Brady Plan was applicable only to
Mexico, the "new" proposals will be difficult to apply hemispherically. He said that because other
Latin American nations have complained about Mexico's privileged status, "Bush is trying to tell
the other countries that he is not abandoning them." (Basic data from several reports by Notimex,
06/27/90; Knight Ridder Financial, 06/27/90, 06/28/90; Jornal do Brasil, 06/28/90; New York Times,
06/28/90)
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